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SUBJ: SRI LANKA RUPEE IS DEVALUED EOR EOURTH TIME AND REACHES 
PRE-REVALUATION LEVELS 

REF: COLOMBO 3384 

1 . BEGIN UNCLASSIEIED. EOR THE EOURTH TIME IN LESS THAN A 
MONTH, RUPEE PARITIES HAVE BEEN ADJUSTED DOWNWARD. EEEECTIVE 
SEPTEMBER 12, THE NEW PARITIES ARE RS. 8.6053 PER US DOLLAR 

AND RS. 14.9991 PER POUND STERLING. THESE NEW RATES REPRE- 
SENT RUPEE DEVALUATIONS OE 15.4 PERCENT AGAINST THE DOLLAR 
AND 16.6 PERCENT AGAINST THE POUND FROM THE PARITIES PRE- 
VAILING PRIOR TO AUGUST 19. THE DOLLAR IS NOW ALMOST UP TO ITS 
PRE-REVALUATION LEVEL OE RS. 8.7154, WHILE THE POUND IS A BIT 
ABOVE THE RS. 14.9670 PARITY PREVAILING BEEORE THE MARCH 12 
REVALUATION. TAKING INTO ACCOUNT THE ELUCTUATIONS OF THE 
WORLD'S MAJOR CURRENCIES SINCE MARCH 12, IT APPEARS THAT THE 
RUPEE IS NOW MORE OR LESS BACK WHERE IT WAS BEEORE THE RE- 
VALUATION. 

2. FOLLOWING THE EINANCE MINISTER'S ANNOUNCEMENT THAT THE 
CONEIDENTIAL 

CONEIDENTIAL 

PAGE 02 COLOMB 03421 140400Z 

RUPEE WAS BEING DEVALUED "VERY SLOWLY AND GRADUALLY" (REFTEL), 
LOCAL TRADE AND EINANCIAL CIRCLES SPECULATED THAT IT WOULD 
TAKE THE CENTRAL BANK SEVERAL MONTHS AT LEAST TO UNDO THE RE- 
VALUATION. ACCORDING TO PRESS REPORTS, THE LATEST RATHER LARGE 
CUT IN THE RUPEE'S VALUE CAUGHT EVERYONE BY SURPRISE. ONE 
BUSINESSMAN WAS QUOTED AS SAYING THAT THE "CRAWLING PEG" WAS 
MORE LIKE A "GALLOPING PEG." THE COLOMBO RUBBER MARKET, HOW- 
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EVER, REACTED QUICKLY TO THE NEW EXCHANGE RATES. RUPEE 
RUBBER PRICES MOVED UPWARDS DESPITE A DROP IN THE SINGAPORE 
MARKET. TEA PRICES ARE EXPECTED TO REACT MORE SLOWLY. 

3. BEGIN CONEIDENTIAL COMMENT. THE EMBASSY UNDERSTANDS THAT 
THE CENTRAL BANK MAY CONTINUE THE PROCESS OF DEVALUATION BE- 
YOND THE PRE-REVALUATION LEVELS. THERE ARE ALSO RUMORS THAT 
THE BANK MAY MOVE TOWARD A UNIFIED EXCHANGE RATE. THE EMBASSY 
WILL ATTEMPT TO OBTAIN MORE INEORMATION ON THE BANK'S EXCHANGE 
RATE POLICY AND WILL REPORT EURTHER. ANY INEORMATION THE 
DEPARTMENT CAN OBTAIN FROM THE IME WOULD BE GREATLY APPRE- 
CIATED. 

WRIGGINS 


CONEIDENTIAL 


NNN 
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